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COMMONREALTH OF KENTUCKY 

BEFORE TEE UTILITY REGULATORY COMMISSION 

* * * *  

I n  the Matter o f :  

THE APPLICATION OF CEDAR HILLS 
SANITATION DISPOSAL CORPORATION 

TARY SEWER RATES AND CHARGES 
FOR AN ADJUSTMENT OF THE SANI- 

O R D E R  

On August 29, 1980, Cedar H i l l s  

CASE NO. 7950 

S a n i t a t i o n  D i s p o s a l  Corpo- 

r a t i o n  (Appl icant)  f i l e d  i t s  application w i t h  t h i s  Commission 

r e q u e s t i n g  a u t h o r i t y  t o  increase its rates by $14 ,400  a n n u a l l y ,  

a n  i n c r e a s e  of 282% based o n  tes t  y e a r  r e v e n u e s .  Applicant  s t a t e d  

t h a t  t h e  r a t e  adjustment w a s  n e c e s s a r y  i n  order fo r  t h e  Company t o  

a d e q u a t e l y  r e n d e r  s e r v i c e  and m a i n t a i n  i ts f F n a n c F a 1  i n t e g r i t y .  

On September  9 ,  1980, t h e  D i v i s i o n  of Consumer I n t e r v e n t i o n  

i n  t h e  Department  of Law f i l e d  a mot ion  t o  i n t e r v e n e  i n  t h i s  pro- 

ceedfng which was s u s t a i n e d .  T h i s  w a s  the only p a r t y  of i n t e r e s t  

formally i n t e r v e n i n g  h e r e i n .  

T h e  case w a s  set fo r  h e a r i n g  a t  the Commission 's  offices 

in F r a n k f o r t ,  Kentucky,  on  November 26 ,  1980, a n d  J a n u a r y  15, 1981. 

A l l  p a r t i e s  w e r e  n o t i f i e d  and t h e  h e a r i n g s  w e r e  c o n d u c t e d  a s  

s c h e d u l e d .  A d d i t i o n a l  i n f o r m a t i o n  which w a s  r e q u e s t e d  p r io r  t o  

and  a t  t h e  h e a r i n g s  h a s  been  f i l e d ,  and  t h e  e n t i r e  matter is sub-  

m i t t e d  far a f i n a l  d e t e r m i n a t i o n  by t h i s  Commission. 

Commentary 

Cedar Hills S a n i t a t i o n  D i s p o s a l  C o r p o r a t i o n  is a p r i v a t e l y  

owned sewage t r e a t m e n t  s y s t e m  s e r v i n g  91 s i n g l e - f a m i l y  r e s i d e n t i a l  

c u s t o m e r s  i n  D a v i e s s  County ,  Kentucky w i t h i n  the Cedar  H i l l s  Sub- 

d i v i s i o n .  

Test Period 

A p p l i c a n t  proposed and  t h e  Commission h a s  accepted t h e  

t w e l v e  months ending May 31 ,  1980, as  t h e  test  p e r i o d  for  the 

purpose of d e t e r m i n i n g  the r e a s o n a b l e n e s s  of t h e  p roposed  ra tes .  

I n  utilfzing t h e  h i s t o r i c  t e s t  period the C o m m i s s i o n  h a s  g i v e n  

full c o n s i d e r a t i o n  t o  known and  m e a s u r a b l e  c h a n g e s  w h e r e  appro- 

pr iate  . 



Revenue and  Expenses  

A p p l i c a n t  proposed several  pro forma a d j u s t m e n t s  t o  e x p e n s e s  

i n  E x h i b i t  I11 of its a p p l i c a t i o n .  The Commission is of t h e  o p i n i o n  

t h a t  t h e  a d j u s t m e n t s  are g e n e r a l l y  proper and accepted fo r  rate- 

making purposes w i t h  the f o l l o w i n g  exceptions: 

1. A p p l i c a n t  proposed a pro f o r m a  a d j u s t m e n t  t o  c h e m i c a l s ,  

s l u d g e  h a u l i n g  and  m a i n t e n a n c e  e x p e n s e  based on f i v e  months e x p e r -  

i e n c e  d u r i n g  t h e  test  year and  a p e r c e n t a g e  a l l o w a n c e  €or price 

increases. The Commission does n o t  concur w i t h  t h e  p r o j e c t e d  cost  

i n c r e a s e s  based  on  t h e  a n n u a l  p e r c e n t a g e  method. However, t h e  

Commission has  t a k e n  i n t o  c o n s i d e r a t i o n  t h e  i n c r e a s e d  labor  charges 

of Applicant I s s e r v i c e  company, which became e f f e c t i v e  December 1 ,  

1979, and f i n d s  a n  a d j u s t m e n t  of $230 t o  b e  a c c e p t a b l e .  T h i s  

r e s u l t s  i n  a n  a d j u s t e d  test y e a r  e x p e n s e  of $3,267'. 

2. The Commission has  a d j u s t e d  d e p r e c i a t i o n  e x p e n s e  t o  

reflect o n l y  t h e  amount a s s o c i a t e d  w i t h  n o n - c o n t r i b u t e d  p r o p e r t y  

totaling $3,796. S i n c e  $22,774 of t o t a l  p l a n t  w a s  added  t o  the 

basis of t h e  l o t s  i n  t h e  S u b d i v i s i o n ,  t h i s  amount s h o u l d  be 

a c c o u n t e d  for as C o n t r i b u t i o n s  i n  A i d  of C o n s t r u c t i o n ,  Account 271. 

3. The Commission h a s  e x c l u d e d  t h e  proposed a d j u s t m e n t s  

of $200 for m i s c e l l a n e o u s  ra te  case e x p e n s e  r e s u l t i n g  f r o m  these 

p r o c e e d i n g s  and  $1,100 f o r  e x t r a o r d i n a r y  repairs and  m a i n t e n a n c e  

expense .  The  Commission is of t h e  o p i n i o n  t h a t  these a d j u s t m e n t s  

are n o n r e c u r r i n g  and  should n o t  be considered fo r  r a t e -mak ing  

p u r p o s e s .  

4. The a c t u a l  w a t e r  e x p e n s e  for t h e  t e s t  period to t a l ed  

$573, p e r  A p p l i c a n t ' s  books. A p p l i c a n t  t e s t i f i e d  t h a t  $372 of 

t h i s  expense  w a s  e x t r a o r d i n a r y  and would n o t  no rma l ly  be incurred.  

Therefore,  t h e  Commission has e x c l u d e d  $372 of t h i s  e x p e n s e  for 

ra te -making  p u r p o s e s .  

5.  The Applicant  p r o p o s e d  a n  a d j u s t m e n t  of $2,400 for 

management fees. The Commission is of t h e  o p i n i o n  t h a t  a t o t a l  

of $1,200 is a d e q u a t e  to c o v e r  t h e  a c t u a l  s e r v i c e s  p r o v i d e d  by 

t h e  two managers  €or a company of t h i s  s ize.  
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6. A c t u a l  electric expense i n c l u d e d  i n  t h e  test  y e a r  amounted 

t o  $2,270. The  p r o  forma a d j u s t m e n t  of $742 was b a s e d  on  five 

months e x p e r i e n c e  d u r i n g  t h e  test y e a r  and a $288 allowance for 

price i n c r e a s e s .  The Commission h a s  e x c l u d e d  t h e  $288 a l l o w a n c e  

i n  t h a t  t h e  a n n u a l i z e d  ad.juRtment of $3,012 includes t h e  incrense 

from its s u p p l i e r  and is t h e  amount allowed for  ra te -making  purposes 

i n  t h i s  case. 

7. The A p p l i c a n t  did n o t  propose a n  a d j u s t m e n t  f o r  federal 

and s t a t e  income taxes ,  so t h e  Commission h a s  a l l o w e d  $176 to 

c o v e r  t h e s e  income t a x e s  for t h e  a d j u s t e d  tes t  y e a r .  

The e f f e c t  of t h e s e  

O p e r a t i n g  Revenues 
O p e r a t i n g  Expenses  
O p e r a t i n g  Income 

a d j u s t m e n t s  on  Net Income is as follows: 

P r o  Forma A d j u s t e d  
T e s t  Year Adjus tmen t s  T e s t  Year 

$ 4 , 6 4 5  $ 455 $ 5.100 

- 

10,315 3 636 14.011 
$(5,73Q) $(3,181) $(8,911) 

The Commission is of t h e  o p i n i o n  Ghat t h e  o p e r a t i n g  r a t i o  

proposed by t h e  A p p l i c a n t  of 95% will be a d e q u a t e  t o  a l l o w  t h e  

A p p l i c a n t  t o  pay fts  o p e r a t i n g  e x p e n s e s  found r e a s o n a b l e  f o r  rate- 

making p u r p o s e s .  Based on t h i s  o p e r a t i n g  r a t i o  A p p l i c a n t ' s  

o p e r a t i n g  r e v e n u e s  s h o u l d  be $14,739 which w i l l  r e q u i r e  a d d i t i o n a l  

revenue of $9,639. 

O t h e r  C a s e  Matters 

Dur ing  t h e  test  y e a r ,  t h e  A p p l i c a n t  i n i t i a t e d  a c o n s t r u c t i o n  

project f o r  e x p a n s i o n  o f  i ts e x i s t i n g  s y s t e m  w i t h o u t  a p p r o v a l  from 

this Commission. According to KRS 278.020,  no p e r s o n ,  p a r t n e r s h i p ,  

p u b l i c  or p r iva t e  c o r p o r a t i o n  thereof s h a l l  b e g i n  t h e  c o n s t r u c t i o n  

of a n y  p l a n t ,  e q u i p m e n t ,  p r o p e r t y  or f a c i l i t y  for  f u r n i s h i n g  t o  

t h e  p u b l i c  any  of t h e  services enumerated i n  JXE3S 278.010 u n t i l  

s u c h  p e r s o n  h a s  o b t a i n e d  from t h e  a p p r o p r i a t e  Commission a c e r t i f i -  

c a t e  t h a t  p u b l i c  c o n v e n i e n c e  and n e c e s s i t y  r e q u i r e  s u c h  c o n s t r u c t i o n .  

The Commission is of t h e  o p i n i o n  t h a t  t h e  A p p l i c a n t  s h a l l  comply 

w i t h  t h e  s t a t u t e s  i n  t h e  f u t u r e  or s h a l l  be s u b j e c t  t o  t h e  irnposi- 

t i o n  of p e n a l t i e s .  

Summary 

The Cammission, after consideration of t h o  e v i d e n c e  of 

record a n d  b e i n g  f u l l y  a d v i s e d ,  is of t h e  o p i n i o n  a n d  so f i n d s  t h a t  

t h e  rates set out i n  Appendix " A , "  a t t a c h e d  h e r e t o  and made 8 p a r t  
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hereof, will produce  gross a n n u a l  r e v e n u e s  of $14 ,760 ,  b a s e d  on 

100 c u s t o m e r s ,  and are t h e  f a i r ,  j u s t ,  a n d  reasonable ra tes  f o r  

t h e  A p p l i c a n t .  

The Commission f u r t h e r  f i n d s  that t h e  ra tes  p roposed  by 

the  Applicant are unfair, u n j u s t ,  and unreasonable  i n  that they 

produce r e v e n u e  in e x c e s s  of t h a t  deemed r e a s o n a b l e  h e r e i n .  

IT IS THEREFORE ORDERED t h a t  t h e  rates set o u t  i n  Appendix 

"A" attached h e r e t o  and m a d e  a part h e r e o f ,  are approved  f o r  

s e r v i c e  on and af ter  t h e  date of t h i s  Orde r .  

IT IS FURTHER ORDERED t h a t  t h e  rates p roposed  by C e d a r  

H i l l s  S a n i t a t i o n  D i s p o s a l  C o r p o r a t i o n  are u n f a i r ,  u n j u s t ,  and  un- 

reasonable i n  t h a t  t h e y  produce revenue i n  excess of that deemed 

reasonable h e r e i n  and are he reby  d e n i e d .  

IT IS FURTHER ORDERED that Cedar Hills Sanitation Disposal 

Corporation s h a l l  f i l e  w i t h  this Commission within t h i r t y  (30) 

d a y s  f r o m  t h e  d a t e  of this Order its revised tariff sheets setting 

o u t  the rates approved  h e r e i n .  Further, t h a t  c o p i e s  of a l l  t h e  

A p p l i c a n t ' s  r u l e s  and r e g u l a t i o n s  for p r o v i d i n g  s e r v i c e  t o  c u s t o m e r s  

located i n  D a v i e s s  County, Kentucky s h a l l  be f i l e d  with t h e  s a i d  

t a r i f f  s h e e t s .  

Done a t  F r a n k f o r t ,  Kentucky,  this 20th day of February, 1981. 

UTILITY REGULATORY COMM 1 SS I ON 

D i d  Mot Participate 
Chairman 

ATTEST : 

Secretary 



APPENDIX "A" 

APPENDIX TO AN ORDER OF TKE UTILITY REGULATORY 
COMMISSION IN CASE NO. 7950 DATED February 20, 1381 

The f o l l o w i n g  ra tes  are p r e s c r i b e d  for all customers 

served by Cedar  H i l l s  S a n i t a t i o n  D i s p o s a l  Corporation. A l l  

o the r  ra tes  and charges n o t  s p e c i f i c a l l y  ment ioned  h e r e i n  

s h a l l  r ema in  t h e  same as t h o s e  i n  effect p r i o r  t o  t h e  date 

of this Order. 

Customer Category 

Single-Fami ly  R e s f d e n t i a l  

Monthly R a t e s  

$12.30 per Res idence  


